RBL Bank Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
RBL Bank is executing a structural pivot toward a high-yield retail franchise, targeting 20%+ credit Positive
growth and a customer base of 2.6 crore under its "Vision 2026" strategy.

Advances grew by 20% YoY, supported by a dominant position as the 5th largest credit card issuer Positive
Sitiv
and increasing diversification into gold and vehicle loans.
Net Interest Margin (NIM) stability remains a key performance indicator, with a critical watch level set Neutral
at 4.5% to ensure profitability isn't sacrificed for scale.
The bank achieved a record Net Profit of (1,168 Cr, underpinned by a robust 37.64% surge in Positive
itivi
Operating Profit, reflecting improved operational efficiency.
Interest rate sensitivity is a primary concern, as a 100bps move impacts 44.5% of Operating Profit Negati
egative
( 1,349.92 Cr), indicating significant ALM and macro-rate vulnerability. g
The liability profile has become increasingly granular, with customer deposits now comprising Positive
87.89% of the total [10.34 Lakh Cr deposit base, reducing wholesale volatility.
Capital consumption is pressured by high-risk weight exposures (>100%) accounting for 21.02% of Negative
v
total exposure, alongside a 46.49% reliance on foreign borrowings. g
Asset quality shows a clear improving trend, with Gross NPA moderating to 2.65% from 3.37% YoY, Positive
supported by a 1% contingent provision on unsecured books.
Earnings quality is tempered by 5,729 Cr in non-cash Deferred Tax Assets and 88,151 Cr in residual Negative
assets, which require ongoing monitoring for realization. g
Governance is a core strength with a 9.5/10 rating, featuring a 63% independent board and a 60% Positive
Sitiv
reduction in customer complaints under new leadership.
Capital adequacy is robust with a Total CAR of 16.18% and CET1 of 14.38%, further bolstered by a Positive
planned (3,500 Cr QIP to fund visible credit demand.
Investment View: ACCUMULATE; the thesis rests on a successful retail turnaround, with key Positive
itivi

monitorables being NIM stability and GNPA remaining below 3.5%.

1. Business overview (In Bullet Points)

» Business Segments: RBL Bank operates through five key verticals: Corporate Banking, Commercial
Banking, Branch Banking & Retail Liabilities, Retail Assets, and Treasury.

* Revenue Drivers: Growth is driven by high-yield retail segments, specifically Credit Cards and Microfinance
(MFI). The bank is the 5th largest credit card issuer in India by spends per account.

* Product Mix Shift: Transitioning from wholesale-heavy lending to high-yield retail products including "LAGO"
(Loan Against Gold Ornaments) and Vehicle Finance.

* Industry Position: Operates 545 branches and a Business Correspondent (BC) network of 1,272 outlets,
leveraging a "phygital" strategy.



» Expansion Plans: Pursuing "Vision 2026" to reach 2.6 crore customers (up from 1.56 crore). Seeking
shareholder approval for a [B,500 Cr QIP and [B,000 Cr debt issuance to accelerate growth.

» Acquisitions & Subsidiaries: Integration of RBL Finserve (wholly-owned subsidiary) as the primary vehicle
for financial inclusion and MFI growth across 21 states.

* Cost Drivers: Technology investments and employee expenses (22,564 total workforce). Cost-to-Income
ratio improved to 66.6% in FY 2024 from 70.6% in FY 2023.

» Geographical Presence: Strong focus on semi-urban and rural markets to diversify risk away from
unsecured lending.

- Digital Strategy: Positioned as a "Bank for Fintechs" with 450+ partnerships and an in-house UPI switch
capable of 1 crore transactions per day.

2. Management commentary & outlook

« Strategic shift under "Vision 2026" focuses on moving from volatile growth to becoming a predictable,
transparent, and sustainable institution.

* Management is prioritizing Return on Assets (RoA) expansion through high-yield retail assets and reducing
the cost of funds via granular "ACE Deposits."

» Guidance suggests a sustained 20%-+ credit growth cycle over the next 2-3 years, supported by a proposed
increase in authorized capital to 1,000 Cr.

* A conservative provisioning stance has been adopted, including a 1% contingent provision on Credit Card
and MFI portfolios and tightening credit card provisioning to 100% at 120 days past due.

» The bank is aggressively pursuing digital-first onboarding to lower acquisition costs, having launched 10 new
digital onboarding journeys this year.

« Partnerships with Amazon Pay and Bengaluru Metro (NCMC cards) are central to driving fee income and float
by embedding RBL'’s infrastructure into high-volume ecosystems.

* Management highlights a 60% reduction in customer complaints as evidence of a shift toward "compliance as
a culture" and improved operational discipline.

 The long-term vision involves diversifying the unsecured book by scaling Gold Loans and Vehicle Finance to
mitigate concentration risks in the MFI and Credit Card segments.

* Management Tone: The management exhibits "Prudent Optimism." While they are guiding for aggressive
growth and seeking significant capital, the simultaneous tightening of provisioning norms and the creation of
contingent buffers signal a "risk-first" mindset. They are successfully shifting the narrative from a "troubled
mid-sized bank" to a "technology-led retail franchise."

3. Financial analysis

3.1 Financial statements
3.2 Financial analysis summary

* Total Assets of [13,84,322.13 Cr are underpinned by a robust Net Worth (Reserves & Surplus) of
[1,43,809.28 Cr, resulting in a CET1 Ratio of 14.38%, which remains well above the regulatory minimum of
5.50% and indicates strong internal capital generation.

« Total Deposits reached [10,34,935.96 Cr, with Customer Deposits accounting for 87.89% of the mix,
signaling a healthy retail-focused liability franchise that reduces the bank's dependence on volatile inter-bank
funding markets.



« Total Advances of [8,39,869.15 Cr are primarily driven by Loans and Advances to Customers ([8,39,841.63
Cr), yet the bank faces capital pressure as 21.02% of its [15,26,076.14 Cr total exposure is classified as
More than 100% risk weight, necessitating higher capital charges.

» Borrowings Outside India at [65,941.50 Cr constitute 46.49% of Total Debt, exposing the bank to global
interest rate volatility and potential increases in Finance Cost due to currency translation risks.

» Other Assets include a significant Deferred Tax Assets component of [5,729.70 Cr, which is a non-cash
asset subject to future PAT levels for realization, while the residual Other Assets of [88,151.42 Cr (containing
interest accrued and suspense items) requires monitoring for recoverability.

» The bank's Risk Weighted Assets of [9,86,297.10 Cr are heavily influenced by Operational Risk, which
carries a capital charge of [1,16,635.89 Cr under the Basic Indicator Approach, potentially increasing if the
New Standardised Approach (NSA) is implemented.

 Leverage Ratio stands at 8.43%, significantly higher than the 3.5% regulatory floor, suggesting the bank has
substantial headroom to expand its Balance Sheet and Advances without immediate need for equity dilution.

« Total Off-Balance Sheet Exposure of [B,85,806.46 Cr, including [19,875.12 Cr in Cross Currency Swaps,
creates a 21.48% gap between total exposures and reported Total Assets, highlighting significant derivative-
linked credit risk.

« Interest Rate Risk sensitivity is moderate, with a 1% change in rates estimated to impact earnings by
[1,349.92 Cr, which could lead to volatility in Net Profit and ROE depending on the repricing profile of the
banking book.

« Capital Allocation is impacted by regulatory adjustments of [2,021.74 Cr, including a full deduction of
[1,452.36 Cr for Investments in non-financial subsidiaries from CET1 capital, reflecting a conservative
regulatory stance on non-core assets.

* Other Liabilities & Provisions of [59,581.35 Cr include a Provision for Standard Assets of [7,424.41 Cr,
serving as a significant buffer; any future reversals would directly impact the bottom line and PAT.

» The dominant financial theme of the year is a structural pivot toward a granular, retail-led balance sheet,
supported by robust capital adequacy (16.18% Total Capital Ratio), though tempered by high
sensitivity to interest rate cycles and a reliance on foreign borrowings.

3.3 Contingent liabilities & commitments

- Total Off-Balance Sheet Exposure: [B,85,806.46 Cr.

 Foreign Exchange Contracts: [16,790.35 Cr.

e Cross Currency Swaps: [19,875.12 Cr.

* Interest Rate Derivative Contracts: [2,665.26 Cr.

e Currency Options: [682.14 Cr.

* Undrawn Exposures: The bank holds capital for undrawn portions of credit facilities that are not
unconditionally cancellable, applying a Credit Conversion Factor (CCF).

» Counterparty Risk: Gross positive fair value of derivative contracts is [5,492.11 Cr, mitigated by collateral of
[B,653.86 Cr.



3.9 Earnings quality & forensic checks



# Check

1 PAT vs CFO trend

Receivables & channel-
2 stuffing signal (receivables +
inventory build vs revenue)

Revenue timing (unbilled /

3 contract assets + deferred
revenue / advances)
Revenue from related
parties %

5  Inventory vs revenue growth

Inventory valuation method
change

Exceptional items in
operating profit

Depreciation rate vs useful
life policy

Provision reversals boosting
PAT

Tax rate consistency + cash

10
tax vs P&L tax

11 CWIP age and stalling
projects
Deferred tax asset

12

recognition adequacy

13  RPT quantum and trend

Dividend paid vs FCF

14
adequacy

Auditor KAM: Prudential
Valuations

Impact

Profit 11 — cash flow volatility driven by

[8.39L Cr loan growth vs [9.09L Cr
deposits.

Revenue 11 — large residual other
assets of [88,151 Cr may mask
uncollected interest income.

Revenue 1 — accrual-based interest
recognition in (88,151 Cr other assets
precedes actual cash collection.

Neutral — minimal RPT revenue risk as

subsidiary investments are deducted
from CET1 capital.

Profit 1+ — loan book growth consumes
capital; risk weights >100% apply to 21%

exposure.

Neutral — consistent SDA methodology
for HFT/AFS categories ensures uniform

interest rate risk reporting.

Profit 1 — 569 Cr prudential
adjustments reduce CET1, reflecting
conservative valuation of illiquid
positions.

Neutral — fixed assets are small (0.38%

of assets); depreciation has negligible
impact on PAT.

Profit + — potential for future provision
reversals to boost PAT if asset quality
improves.

Profit 1t — non-cash DTA of (5,729 Cr
supports PAT but depends on future
profitability.

Neutral — lack of specific CWIP
disclosure suggests infrastructure
projects are not a primary risk.

Profit + — recognition of (5,729 Cr DTA
assumes sufficient future taxable income

for realization.

Neutral — RPTs primarily involve capital-

deducted subsidiary investments and
standard employee stock-based
compensation.

Neutral — strong 16.18% capital
adequacy supports dividend capacity

despite high risk-weighted asset growth.

Status

Notes detail

Note XII: Healthy retail-focused
liability franchise with 87.89%
customer deposit concentration.

Note XlI: Residual assets contain
interest accrued and suspense items
requiring recoverability monitoring.

Note XII: Includes interest accrued;
revenue recognition follows standard
accrual norms for performing assets.

Note XI: Entire investment in non-
financial subsidiaries is deducted
from Common Equity Tier 1.

Note 1V: Additional 25% risk weight
for NBFCs impacts capital
consumption and segment yields.

Note VII: Bank uses SDA for
computing capital charges for HFT
and AFS investment categories.

Note XI: Auditor-verified regulatory
adjustments reduce available CET1
capital to [141,787.54 Cr.

Note XII: Fixed assets represent a
minor portion of the [1,384,322 Cr
balance sheet.

Note XII: Significant buffer
maintained for standard assets;
reversals would directly impact the
bottom line.

Note XIlI: DTA represents a
significant non-cash asset subject to
future realization risks.

Note XlI: Residual assets are
primarily financial/accrual items
rather than long-term physical
projects.

Note XlI: DTA is recognized based
on the bank's assessment of future
taxable profits.

Note XI: Regulatory adjustments for
subsidiary investments (1,452 Cr)
reflect conservative capital
treatment.

Note XI: CET1 ratio of 14.38% is
well above the regulatory minimum
of 5.50%.

Auditor identified these as reflecting
complexity in the trading book.



# Check Impact Status Notes detail

Profit | — Complexity in valuing less
liquid positions led to [569.38 Cr in

adjustments.
Neutral — Total exposures are 21.48% High volume of derivative and off-
16 Off-Balance Sheet Leverage higher than published assets due to — balance sheet items creates a gap in
derivatives. reported asset base.
Profit 11 — 1% rate change impacts High sensitivity suggests limited
17 Interest Rate Sensitivity earnings by [1,349.92 Cr (nearly 45% of  — room for error in Asset Liability
Operating Profit). Management.

4. Management & governance

A. Auditor report & key audit matters

* Audit Opinion: Unqualified.
» Key Audit Matter 1: Prudential Valuation Adjustments: Auditor identified [569.38 Cr in adjustments,
reflecting the complexity of valuing less liquid positions in the trading book.

» Key Audit Matter 2: Regulatory Adjustments to CET1: Total adjustments of [2,021.74 Cr were verified,
primarily involving deductions for investments in subsidiaries and prudential valuations.

» Auditor Change: M/s. KKC & Associates LLP appointed as Joint Statutory Auditor for a 3-year term starting
FY 2024-25, replacing M/s. CNK & Associates LLP.

* Auditor Fees: [2.00 Cr per annum, aligned with the complexity of a private sector bank.

B. Related party transactions

Relationship Nature Amount (CJCr) Concern
Non-Financial Subsidiaries Subsidiaries Investments 1,452.36 Cr —
Employees (ESOP) KMP/Staff ESOP Reserve 1,176.95 Cr —

* RPT Verdict: Clean. Transactions are primarily capital investments in subsidiaries (RBL Finserve) which are
transparently deducted from regulatory capital.

C. Shareholding

 Subscribed and Paid-up Capital: [(606.28 Cr.
 Authorized Capital (Proposed): [1,000.00 Cr.

D. Board composition + KMP compensation

* Total Directors: 11.
* Independent %: 63.63% (7 out of 11).
* Women Directors: 2 (Veena Mankar, Ranjana Agarwal).
* KMP Compensation:
> VVeena Mankar (Non-Exec Director): [0.35 Cr (0.01% of Operating Profit).
> Operating Profit grew by 37.64% ([B,031 Cr), significantly outpacing stable non-executive director pay.

o MD & CEO R. Subramaniakumar and ED Rajeev Ahuja compensation not specifically disclosed in snippet,
but leadership is credited with 20% credit growth and 60% complaint reduction.



F. Capital allocation & capex

Action FY current (CJCr) FY prior (CJCr)

Dividends 90.94 Cr 75.00 Cr —
Borrowings Outside India 65,941.50 Cr Not disclosed —
Tier 2 Capital Instruments 8,340.50 Cr Not disclosed —
Fixed Asset Investment 5,323.91 Cr Not disclosed —
Investments in Subsidiaries 1,452.36 Cr Not disclosed —
Proposed Equity Issuance (QIP) 3,500.00 Cr 0.00 Cr —

» Capex analytical notes:

o CFO Coverage: Not applicable for banks; however, customer deposits ((11,03,494 Cr) provide 1.23x
coverage of loans and advances.

> Nature of Capex: Primarily digital infrastructure; launched 10 new digital onboarding journeys and an in-
house UPI switch.

- Deployment Efficiency: Digital transactions grew to 1,259 Lakh, signaling high efficiency in
technology spend.

> One-line verdict: Value-creating — The bank is aggressively raising capital to support a 20% credit
growth trajectory while maintaining healthy capital buffers.

H. Risks

« Interest Rate Sensitivity (Market): 1% change in rates impacts earnings by [1,349.92 Cr (44.5% of
Operating Profit). High sensitivity to margin compression.

* High Risk Weight Exposure (Credit): [B,208.00 Cr exposure has >100% risk weight, leading to higher
capital consumption (21.02% of total rated exposure).

* NBFC Concentration (Regulatory): Additional 25% risk weight for NBFCs per RBI circular pressures capital
adequacy and yields.

e Economic Value Shock (Market): 200 bps shock impacts EVE by [13,873.97 Cr, posing a significant long-
term structural risk to the banking book.

» Operational Risk Transition (Operational): Transition to New Standardised Approach (NSA) may lead to
higher regulatory capital requirements.

 Foreign Borrowing Exposure (Forex): Borrowings outside India constitute 46.49% of total borrowings,
exposing the bank to global rate cycles.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . 20% Credit Growth; 5th largest Strong retail pivot and diversification into
Business quality 4 - ) . A
Card issuer high-yield segments.
. . CET1 14.38%); Total Capital Robust capital adequacy and retail-
Financial health 4 1 .
16.18% heavy deposit base (88%).
. . DTA [5,729 Cr; Residual Assets Good accrual norms but high non-cash
Earnings quality 3 - . .
88,151 Cr assets and residual items.
Management & A . 63% Independent Board; 60% Improved transparency and risk-first
governance reduction in complaints culture under new leadership.
Capital allocation & 4 . [B,500 Cr QIP; 20% growth Disciplined capital raising to fund visible
earnings visibility guidance high-yield credit demand.

Business positives (for this company this year) * Record Net Profit: Achieved 1,168 Cr PAT, supported by
a 37.64% growth in Operating Profit. * Granular Liability Base: Customer deposits now account for 87.89% of
total deposits, reducing inter-bank volatility. * Improving Asset Quality: Gross NPA improved significantly to
2.65% from 3.37% YoY. * Strong Capital Buffers: Total Capital Adequacy Ratio of 16.18% is well above
regulatory requirements. * Digital Traction: Digital transactions reached 1,259 Lakh, driven by 10 new digital
onboarding journeys.

Business negatives | concerns (for this company this year) * Interest Rate Sensitivity: A 1% rate move
impacts 44.5% of Operating Profit ((11,349.92 Cr), indicating high ALM risk. * High Risk Weight Exposure:
21.02% of total exposure (£B,208 Cr) is weighted >100%, increasing capital consumption. * Foreign Debt
Reliance: Borrowings outside India constitute 46.49% of total debt, exposing the bank to global shocks. * Non-
Cash Assets: Deferred Tax Assets of [5,729.70 Cr and residual assets of [88,151 Cr require monitoring for
realization. * Regulatory Headwinds: Transition to the New Standardised Approach (NSA) for operational risk
may hike capital requirements.

Overall scorecard summary RBL Bank is on a stable-to-improving trajectory, characterized by a successful
pivot toward a granular retail franchise and robust capital adequacy. While financial health is strong with a
14.38% CET1 ratio, earnings quality is slightly tempered by a high reliance on non-cash deferred tax assets and
significant interest rate sensitivity. Governance has seen a positive shift under new leadership, focusing on risk-
first provisioning and operational discipline, though the bank remains exposed to global rate cycles through its
foreign borrowing profile.



Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change =

Final line: "Total: 9.5/10 — Governance Rating: 5"
Part c: investor verdict

Thesis: RBL Bank is a rebuilding retail franchise transitioning from wholesale volatility to high-yield granularity
with strong capital buffers. Overall stance: ACCUMULATE Rationale: Robust capital adequacy (16.18%) and a
successful retail pivot (88% customer deposits) provide a margin of safety for 20% growth. Re-evaluate when:
Gross NPA exceeds 3.5% or CET1 ratio falls below 12%. BULL CASE: Successful scaling of Gold and Vehicle
loans reduces unsecured concentration, driving RoA toward 1.5%. BEAR CASE: A 100bps spike in global/
domestic rates wipes out nearly 45% of operating profit due to high sensitivity. Key monitorable: Net Interest
Margin (NIM) stability: Current — Watch for compression below 4.5%.

7. Year-over-year analysis

7.1 Changes
: Summary a .
Metric / theme Summary b status Forensic takeaway
status
. ) Internal accrual [B,500 Cr QIP + [B,000 Management is pivoting toward aggressive external capital
Capital Allocation . . -
focus Cr Debt proposed raising to front-load growth for its "Vision 2026" targets.

Margin Trajectory Efficiency gains are materializing as digital scale begins to

70.6% 66.6%

(C/l Ratio) outpace the costs of physical infrastructure expansion.
. The bank is successfully migrating toward a cleaner
Asset Quality - . .
(GNPA) 3.37% 2.65% balance sheet through disciplined recoveries and a shift
toward granular retail assets.
Recovery- Leadership has transitioned from defensive stabilization to
Management . . .
Tone focused / Prudent Optimism a transparent, growth-oriented strategic outlook backed by
Defensive conservative provisioning.
. . . The bank has successfully de-risked its liability side by
Working Capital Not explicitly 87.89% Customer . . . .
) . . . reducing reliance on volatile wholesale and inter-bank
(Deposits) detailed Deposit concentration

funding.



7.2 Persistent patterns

» Aggressive pursuit of high-yield retail assets (Credit Cards and MFI) remains the primary engine for
ROA expansion.

« Structural dependence on digital-first onboarding and fintech partnerships to maintain a competitive
customer acquisition cost.

* High sensitivity to interest rate volatility continues to pose a significant risk to net interest income
stability, with a 1% move impacting nearly 45% of operating profit.

» Consistent use of conservative provisioning buffers, such as the 1% contingent provision on
unsecured books, to mitigate inherent risks in high-yield lending.

» Maintenance of a robust capital adequacy ratio (CET1 > 14%) to provide a margin of safety against
high-risk-weight asset growth.

« Persistent focus on a "phyagital” distribution strategy to balance rural reach with urban digital
efficiency.
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